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SUMMARY

Of all the participants in this proceeding, only MCI makes any

significant complaint about the charges or terms in the SMS/SOO Tariff.

(Sprint merely wants information about the BOCs' first year experience under

this tariff,1 and Allnet quarrels with provisions relating to insurance and

indemnification for patent infringement.2) Moreover, many of MCl's

problems are not really with the SMS/SOO Tariff, but rather are with the

progress of the industry groups to which the Commission has entrusted the

development of procedures for national SOO Data Base Access Service.

Whatever the merits of these complaints, they are irrelevant to the BOCs'

demonstration that the terms of their tariff are reasonable.

1 In the Matter of 800 Data Base Access Tariffs and the 800 Service Management System Tariff, Comments
of Sprint ConlDumications Company LP, April 15, 1994, P 18.

2 In the Matter of 800 Data Base Access Tariffs and the 800 Service Management System Tariff, Comments
of AlInet Communication Services on Direct and Supplemental Cases of the Bell Operating Companies,
April 15, 1994, pp 8-10.
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1.

] In die Mauer of 800 llMa &Me he...... 'l'1riff... 1M 100 Service M........t SystcDl TarlfC, Mel
Tu.....mu"k:aticmJ C'.nipcndan CuauDeIIII, April U, 19M, lIP 73·74.

The BOCs will continue to work closely with the industry on number

administtation guidelines and will commit to including all item.c; in the tariff

MCTI indicates that the BOCs have failed to include the nationally

accepted' Industry Guidelines for 800 Number Administration (the Guidelines)

as a formal section of the SMSI800 Tariff. MCI agrees that certain pms of

the Guidelines have been incorporated into the tariff. but states that the BOCs

have not gone far enough. Mel points particalarly to the Guidelines sections

that address the responsibilities of a Reap Org to carriers and subscribers with

whom the Resp Org 11M an agreement MCI has argued this issue before and

the BOCs have responded that the SMSI800 Tariff can only contain those

items from the Guidelines that are under the control of the BOCs (e.g.• the

maximum amount of time a number can remain in reserved status). The

BOCs and the SMSI800 Tariff provisions cannot control how a Resp Org

conducm its business with its contractual suppliers (carriers). In these cases,

the tariff.can only refer the Reap Org to the vol~ntary guidelines developed in

industry forums.

1. ...!.'P.I.il~~LIW~!..Ul:!~~.a.a..~:UW~:!-..l"""'~~&-~~:.L.....;~.I::!

~
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for which the tariff has true governance. It is not the intent of the HOes

through the SMSI800 Tan ff to circumvent any nationally accepted guidelines.

r

Adminim'ltion and Service Cenla' <HASel is reasODlble. timeJ.um1
;ffective.

2

MCI claims that the NASC Resp Org change process is fraught with

problems, and that several unauthorized Reap Org changes have involved the

NASC.4 The NASC has processed 3322 Resp Org changes from different

Resp Orgs during a 6-month period from 10115193 through 4/14/94. Of those

changes 95.2% were processed within two business days of the NASC

receiving them. Given these facts MCl's choraCler17..ation of the NASC's

2 ld.11 76-80.
31d.
4ld.ll76.

MCI complains of several milled issues surrounding Re.~ Org change

and Resp Org change procedures.2 MCI has not cited any specific instances or

provided any hard data to substantiate its claims. However, MCI, in

requesting that the Commission encourage the industry to develop NASC

verification procedures for Resp Org chaages, is cognizant of the fact that

Reap Org related issues should be handled through an industry fomm. Most

of the issues of which MCl complains have been addreRsed by the Ad Hoc

800 Databa.~ Committee of the Carrier Liaison Committee (CLCAH), a

committee to which MCT belongs.3 The CLCAH is the appropriate forum in

which these issues need to be resolved. 1be Commission need not adjudicate

issues which this industry forum has been charged with addressing.



performance is clearly erroneous. In addition, during the same intervaJ,

10/15/93 to 4/l4/94, 230 inquiries regarding Resp Org changes from 58

different Resp Orgs, including 18 calls from Mel, were processed by the

NASC. Of these 230 queries, 2 calls involved changes to the wrong Resp

Org, and 1 can contended that a wrong number wa.~ changed. In effect, the

accuracy ratc for Reap Org changes by the NASC dUring the stated time

period was 99.91 %.

Mel's position i~ that verification of the validity of a Reap Org change

request should fall to the NAse. The burden of such verification, however, is

not within the purview of the NASe's responsibility. The liability

sUITounding making an unauthorized Resp Org change must rest with the

receiving Resp Org rcque,.c;ting the change. The customer ultimately belongs

to the receiving Resp Org and the burden of a smooth, accurate transition

should lie therein. The placing of liability where it should rightfully He, on

the receiving Reap Org, should promote accuracy and eliminate invalid

changes.

Mel complains that limiting chanle requests to written, mailed

authorization inhibits nexibility and efficiency that other media would

provide.s MCI suggests that media such as facsimile, electronic and batch

update should be acceptable. At its November 30, 1993 meeting the CLCAH

adopted a proposal that in emergency situations, faxes would be accepted for

Resp Org change requests. The CLCAH defined which situations would be

considered emergencies. The security reasons for such requirements are

paramount.

SId. 8177.

·3-



3. The tariff properly exc~njtion of tbc..-busineas arranaement

between aBw Ora andJbc end=uw customer anct [e#rictions on~

provisions of yertiCA]Jeatnrca bx..LECL.

Mel. alleses that the SMS Tariff is "also Wlrea80nab1e in that it fails to

incorporate the Commission's clear prohibition again.41t the sale·of vertical

features by the LEes to parties other than those who directly purchase

network access from the LEC~." 6 MCI is suggesdng that the SMSI800 Tariff

be used as a policing vehicle for the Commission. Such a suggestion is

.inappropriate. The SMSI800 Tariff properly addresses those relationships to

which it is a party and correctly excludes references to business relationships

between the Resp Org and its end usercustomc:rs.

As in other instances, MCl is confusing the HOC SMSI800 ownership

responsibilities and the BOC access service provider responsibilities. Thetwo

are separate and distinct from each other. Indeed, vertical features are not

services which are provided from the SMSJ800 Tariff, and, as such, mention

of restrictions associated with them is properly excluded from the tariff. This

issue is one which the Conunission should address with individual Resp Orgs

which are in violation of the restriction!;, not with the BOCs collectively as

issuing carriers of the SMSI800 Tariff.

4. The tariffs 1iIbi1ity provisions re}ltill to Patent infriPlement are

aggrgpriate 'I'h:;flect industry s1:llJMtmtL

6Id.I168.



Allnct, the only commcnter to challenge the tariff's liability provisions,

asserts' that Sec. 2.1.3 (C) on patent liability is unfairly broad, negates Sec.

2.1.3(H) on indemnification, and should be replaced with more standard

patent infringement lanauage found in other BOC tariffs.

This tariff condition is not overly broad. It properly indemnifies the

BOCs against possible patent infringement claims ariRing from the actions of

others, such as Resp Orgs or 800 subscribers. As Allnet correctly noted in its

comment.Cl, the tariff language protects the BOCs in cases where claims may

arise when their tariffed service is used with facilities or equipment furnished

by the Reap Org. But it also indemnifies the BOCs from acts of the 800

subscriber. Unlike other BOC access services, actions by either the Resp Org

or the 800 subscriber could gen«ate claims. TIle BOCs are entitled to be

indemnified from any possible combinations of facilities or equipment which

could be used by a Reap Org andlor its subscriber which result in damages or

harm to another.

Moreover, contrary to Allnet's claim. Section 2.1.3(1) is not unfairly

broad nor does it negate Section 2.1.3(H). FIrst, in this section the nocs are

stating that they can assume no liability for the services which are procured

under this tariff to the extent that they are combined with or "used in any

method or process." The BOCs are selling the services as is. 1bis section

merely explains that they cannot assume any liability if the user of the service

chooses to combine it with other methods or processes, and it either doe.llIn't

work, or somehow causes the customer to incur damages. TIlis disclaimer

- 5-



does not negaLe Section 2.1.3(H). Section 2.1.3(H) addresses indemnification

and merely states that the BOCs will indemnify Resp Orgs who take services

under this tariff ailing the SMSI800 method of 800 data base service from any

patent infringement claims (emphasis added). In other words,

indemnification against patent infringement claims will be provided fOT Resp

Orgs who take the service as is. The indemnification section on patent claims

cannot possibly negate the liability disclaimer in Section 2.1.3(1). They

address two distinct, albeit related, legal doctrines. Further, Section 2.1.3(1)

does not override any other provision - it speaks to as.~umptionof liability,

not indemnification from certain specific claims.

5. 1lIt1iIbility i-wance provisions ram=mt D()IIPBl business practicM,

AUnet. is the only commenter to argue that liability insurance should

not be required as set forth in Section 2.3.4(A). A11Detls argument essentially

is that insurance should not be required because Allnet does not think it is.
needed. AUnet argues that the BOC interconnection tariff is not a persuasive

precedent because, unlike the case in lhe SMS/800 Tariff, physical

interconnection by a customer could cause unpreventable external harm.

AUnet claims thal uny harm caused by a Resp Org or customer usi ng the

SMSI800 Tariff will be taken care of by the marketplace.

While it is probably accurate to say that customers will try to choose

competent Re$p Orgs, and that incompetent Resp Orgs will not be in business

"in the long term" because they will not have customers, what AUnet fails to

address is who pays fot' the damages they cause before they go out of

IS Id. at 10.
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bu~incss? It is reasonable and consistent Wilh normal commercial practices

for the tariff to require Resp Orgs to carry insurance to protect othc,rs. It is

especially appropriate here because the SMSI800 Tariff services are provided

at cost, with no built-in profit component, and have DO reserves with which to

cover any damages caused by an iIresponsible Resp Org.

6. ..

MCI contends that the three-hour threshold is uDI'e8Sonably high and in

some instances would have a serious impact on s5'Vice.9 The SMSI800 Tariff

provides for credit allowance when SMSI800 experiences unscheduled

downtime in excess of three hours. The three-bour threshold for credit

allowance is reasonable and docs nol repreftent a threat to a Resp Orgls

service.

The SMSI800 is only an order proceuiDg system and is JUU involved

with the actual traI1IpOrt of 800 calls. Therefore, a customer's 800 service is

not generally harmed when the SMSI800 g0e8 down. During the down lime,

the Resp Org will not be able to create new records or make changes to

existing records, but 800 records in the system continue in effect. If changes

are required on an emergency basis during SMSI800 downtime, the Resp Drg

could seek the assiHtamce of the SCP Owner/Operator to make changes in

customer routing. Under these circumstances, credit for down time in excess

of lhree hours is reasonable.

9MCp75.
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MCl is concerned that Resp Orgs will be charged on an estimated basis

without documentatioD.lO Rendering a bill for estimated charges is a

reasonable and accepted practice. The SMSI800 Tariff in Section 2.4.1 states

that charges will be bitted on an incurred basis. However, if there is a lack of

adequate computer information at the time of billing, an estimated bill will be

rendered based on the previous month's charges and an adjusted bill with

auditable backup detail will be rendered as SooD as feasible. This is standard

business practice for services that are incurt'ed month after month and does not

inflict any hardship for the sub~ber. In fact, this practice helps the customer

intbat it enables the customer to have balanced payments in place of the

potential to be biDed a large lump sum at a later date when the billing dala is

available. 11

ll.

1.

MCI questions the reasonableness of the SCP Owner/Operator pOrtiOD

of the total SMSI800 costs by stating that:

--.._------
tOld.
11 S.. die IftlbiIll-s III or 1993, ........ for Ora cllqlllIrNc boa aftillh&c..DO

•• wd billA bIwe Ilk__,_ ?Fit will 1»0 prabkaaa willlik $Y_.
Il dbIUs will OIly lie~ lu_e'"__ whb me.,... to
provide for con ;y Ill'"0* dIe..-. In tile ~ II DOl
avIUlIble, c ICUl __ me cbIrJCI ... In: fir ReadIKiDI eatilDlted bW&
--an kDowa C'aJ!'. biliary enahIes the CUIWDar to budtel expenses lid mabUabullbe rmmue now
nuaII8r)' \0 opnace die SMSI1OO. .
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the costs recovered in 800 data bue access rates and
the rares charged for SMS access arc unreasonable in
that they appear to be in excess of )00% of the costs
of providing the SMS functionality. 12

The gist of MCT's allegation is based on its analysis of SCP

Owner/Operator cost recovery (based on MCrs interpretation of data in the

BOCs', GTE's and United's direct cases and MeT's own assumptions in

calculating these LECs' intrastate costs). Mel concludes that since the LECs

are recovering $4.3 million more annually than MCl's calculation of what they

should be recovering, there must be some double recovery; therefore, the

SMSI800 rates and the LECs' data bue query rates are unreasonable. 1:3

Mel's allegation appears to be bued on its expectation that the costs

allocated to the SCP Owner/Operators in the SMSJ800 tariff cost allocation

process should equal or be less than the sum of the exogenous costs submitted

individually by each of the SCP Owner/Operators in their direct cases for the

data base query rates. Mel's expectation is unrealistic because separate

processes are used to estimate the two numbers. The total SMS/800 costs

allocated to the SCP Owner/Operators reflect estimates, in aggregate, of the

total SMSI800 cost and total demand for SMSI800 services for the 56-month

study period. DSMI forecasts the total quantities of cost and demand.

However, the estimates of exogenous costs to be recovered are developed

individually by each SCP Owner/Operator on the basis of the expected price

of the SMS/800 services it will use and it~ own individual forecast of the

quantity of each service element it expects to use for its own study period

(which may, or may not coincide with the SMSI800's 56-month study period).

12MCIp70.
13 tel. at 38-40.
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Thus, it is reasonable and realistic to expect thal the two numbers cannot be

reconciled.

AUnet claim.41 lhat systematic discrimination exists against Resp Orgs

because they obtain their SMS/800 services under tariff while the SCP

Owner/Operators obtain their services under contract and under different

rates, rate structures, aDd tenns and conditions. 14 Allnet offeB as "an example

of discrimination the fact that the SCP Owner/Operator price/rate structure

does not include a non-recurring rate for activation of the Mechanized Generic

lDterface (MGI) capability whereas the SMSI800 Tariff for Resp Orgs does. is

AUnet also claims that Table A on page 2S of the BOCs direct case, indicates

a strong bias towards loading costs on tarift'ed services. tel

A11.net1s allegations ignore the expllDl.tions and details provided in lhe

BOC.c;' SMSI800 direct case pertaining to cost allocations between tariffed and

non-tariffed serviee.~ as well as the purpose of Table A and the nature of the

information it contains. To begin with, the rate structures are different

because the services are different. For example, SCP Owner/Operators use

data base (SCP) translation, validation and downloading services that Resp

Orgs do not use. Conversely, the Resp Orgs buy services such as 800

customer record administration (including 800 number reservations and MOl

access to the SMSI800) which the SCP Owner/Operators do not need or use

for SCP updating and network management. However, some SMS/800

services (or rate elements), such as Service Establishment and SMS/8oo

14 AUDet.P 11.
15 Jd.
lGld.
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Access, are used by both and offered under COflsistcnt tenns, conditions and

price~.17

AUnet also mis-characterizes the infonnation in Table A in the BOC.~'

direct case. As is clearly explained in pages 23 and 24 of the BOCs' SMS/800

direct ca.c;e, Table A summarizes the SMSI800 costs as instructed in question

number 12 of the Commission's PesilD'rioD Qnb:. Table A divides the year­

by-year distribution of Administrative (olllomg) and Product Development

(start-up) costs between tariffed services provided to Resp Orgs and nOD­

tariffed services provided to SCP Owner/Operators. As such, it summarizes

the results of cost altocations to rate elements and cannot be used to

substantiate AUnet's allegation of cost allocation bias. The costs for a group

of customers requiring more services and resources is greater than the costs

for a group of customers requiring less.

It is clear that ADnet's allegations are unfounded. The BOCs' SMS/800

direct case provided all the infonnation and explanations needed by AHnet to

substantiate any specific instances of discrimination. The fact that it is unable

to do so, and instead relies on vague and unfounded allegations. confinns the

fact that SMSI800 cost allocation.~ arc just, reasonable and non-discriminatory.

2 All costs mJltod to affiJi'fcd entities conmly wilb apj)lica.blc..mJ,es, are

reasonable uclbave been pm,gaiy suPJlOl1.ed aAd accounted for.

17 Rxhlblt 1 in Applnacb 1oIMrb ._lao die BOOS~din:lI;tc.e 'llbk* dJIpIa)'l die lUoc:atkm
nl data COIlfa' COllI 10 III SMSIIOO acntca, ill..... tile Inel or deIaiJ provided. Anaebmcnt 1 10
AppendIx 1describes me CMt IIIDcadonalllelbodoJoty lad .-..e uacd.
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Although Mel and AUnet repeiltedly invoke reference to the Fees
affiliate transaction roles,18 both rely on different interpretations of the same

rule and neither demonstrates that the BOCs have violated the rules.

Additionally, they have not shown that the costs recorded on DSMT1s books on

behalf of the BOCs for the SMS/800 related services including the

Southwestern Bell Telephone Company's (SWBT) Kansas Cily Data Center

(KCDC), and Bellcore SMS/800 and BlLU800 software, are not fully

distributed costs.

MCI,19 for example, asserts that since SWBT, one of Dencore's owners,

owns the data center and bills Bellcore for its use, that is an affiliate

tran.~action subject to the rule.~. The BOCs do not purchasc substantially all of

their s~ces from SWBT nor are they affiliates of SWBT. Nor does SWBT

receive substantially all of its services from the other BOCs. Further, the

services the BOCs receive are also provided to numerous unaffiliated entities.

Therefore the affiliate transaction Rules are not applicable to these

transactions.

On the other hand, AUnet 20 asserts that the affiliate transaction rules

require that the SWBT KCDC costs be recorded at the- market rate. AUnet,

too, misreads Rule 32.27(d). The rule state.4;: "Services provided by an

affiliate to the regulated activity, when the same services are also provided by

the affiliate to unaffiliated persons or entities, shall be recorded at the market

rate." SWBT may, through BellcorelDSMI, be providing services to regulated

18 Mel pp 63-68; A1bIelpp 12-13.
19 MCI P64.
20 AllDet P 12.
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entities, that is, the BOCs, but it is not affiliated with the DOCs. Thus Allnet's

analysis of the rule is incorrect.

At the heart of both MCI's and AUnet's assertions are whether the

Bellcore. software costs, those for the SMSI800 and those for the Bil1l800

software, are based on fully distributed costs, and whether the costs for SWBT

KCDC are just and reasonable. Specifically, their objections are: 1) tbal the

tariff costs are not properly allocated between seMCCS21 ; 2) that the individual

tariff cost components are not sufficiently delineated, particularly with regard

to the Bellcore costs for SMS/800 and BR..USOO software support2'2~. 3) that

the costlJ for the SWBT KCDC are not just and reasonable because the service

was not competitively bid23; and 4) that costs for ere expamlion should not be

recovered through the tariff. 24

The transactions between Bellcore and the BOCs are subject to the

affiliate transaction rules and, a., indicated in the BOCs' direct case, those

costs for the SMSI800 software and the BILLIHOO software are based on fully

distributed costs and billed to the BOCs accordingly. A detailed description

of each of those cost items wa.c; fully delineated and previously submitted as

Exhibit 1 in the BOes' Reply Comments and in Attachment 4 in the BOCs'

Direct Case submittals.

21MClp63.
2214. M68.
23 MC1 pp CS7..css: AUDet p 12.
24 Mel p 68: The CGItI Car U. C..., Idc.a~CoM (<"C) .,..aioa~ poperl)' iacluded In die

SMSI800 fIICI. 0.. to .. FCCI ......... 10' i" .•f ••1de pDl1IhtHty, additional Unes of
softwBrc code 8Dd..a.d 10 be wrinen iDfo &he IldsIIat SMSI800 1Oftware.
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The SWBT KCDC costs are also based on fully distributed costs,

although they are not subject to the affiliate transaction rules. A full

description of Lbese COSls appc:ars in Attachments 1 and 4 of Appendix 1in the

BOCs' direct case, as well as in SWBT~ direct case.

In its comments, AUnet questions why the hardware support was not

originally put out for competitive bid and suggests that the Commission

should now require the BOCs to obtain the suppon services through a

competitive bid process. When the Commissioft orc1eIed the rapid deployment

of nationwide 800 Data Base Access Service, SWBT was already providing

the computer center and hardware support services. The BOCs concluded that

it would be foolish to try to choose a new provider during the relatively short
I

transition period. It was paramount that the experience and expertise of the

existing data- center staff be available to assure a smooth transition to full

number portability, and lo assure there was no harm to the users of the system.

Now that data base access has been successfully implemented. the BOCs have

announced that they intend to issue a RFP for the services now performed by

SWBT.

With respect to the SMS/800 costs usociated with CIC expansion,

MCT2S mistakenly interprets the Commission's disallowance of equal access

costs for exogenous cost treatmenl as extending to [he SMS/800 Tariff.

Specifically, Mer contends that the costs of Bellcore software support for

network enhancement for Carrier Identification Code (eIC) expansion should

be disallowed. However, in its OrderS,26 the Commission was addressing the

2.5 Map 68.
26 Pric:e Cap Older ..... 1~ llricc CIp RealDIi*nIioo Onkr at~.~.

• 14-
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Mel claims that the BOCs have failed to justify the costs incUITed to

upgrade the data center for national 800 database service because they have

not explained their usage forecast or other methodogy used to allocate cost~. 27

r

Thus, contrary to the assertions of MQ and AUnet, the relationship

between Bellcore and the BOCs or between Dellcore and SWBT does not

support any inference that Dellcore CORts are inflated or unjust and

unreasonable. To the contrary, those cosL, are thoroughly delineated in the

BOCs' direct case, and have been shown to be just and reasonable.

3. De coati of YRlradil&...tb.c...d1ta gcptII' and. ODloinl operations are

.Mel's allegation is unfounded. The BOCs have provided ample

information deacribing the allocation of data center costs. Two methods were

used to allocate costs. The first method, based on usage of data center

27 MCl pp 6«HS7.

The SMSI800 Tariff was not filed subject to price cap regulation.

Therefore, the price cap requirements n:ferenced by MCI have no relevance

with respect to this tariff. The SMSI800 Tariff is stricdy a cost based tariff.

As such, the BOCs are allowed to recover all costs associated with providing

the: Sc:Mces ~in, including the software costs alluded to by Mel.

price cap tariff~ of the individual BOes, not a tariff that had nOl yet been

mandated, let alone filed, at that time.



components by the applications served, was applied by SWBT. the data center

operator, to determine the SMS/800's share of the total cost. A detailed

description was provided in SWBTs direct C8.4ile in pages 30-33 of Exhibit D

and is. in fact. referenced exten~ively in footnote 211 of Mel's comment~ at

page 67.

The second method was applied by the BOCs to allocate the .SMSI800's

share of the total KCDC cost to the specific services (rate elements) provided

to Resp Orgs and SCP Owner/Operators. This methodology was described in

detail in Attachment 1 of Appendix 1 in the BOCs' direct case. The

methodology was applied to ongoing operational costs incurred as of May 1,

1993, the start of national 800 database service, and was also applied to the

costs incurred from mid-1992 through April 30. 1993 to provide additional

processing. storage and communications capacity required for national 800

database service. The application of the same methodology to both the

ongoing and operational costs is logical and reasonable because the co~t

components and usage characteristics are identical for both types of cost.

4. The metIJgds use~OCIIC "nD! processor and..Jgftware support

costs are lolical. rplQPlQ1c.an~ in a clear and concise

1llAIlI1CJ' in slQllOltiDI documentation.

MCI appearS to question the use of the analyses of central proce.4;!;Or

transactions and software lines of code to allocate central processor and

software support c05t4;. re~pectively. because the methods are not "intuitively

obvious.'·'2a The BOCs have provided detailed descriptions of the

28 lei. P f/J.
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methodologies used to allocate SMS/SOO costs to rate elements which

demonstrate that the methods used are logical and reasonable. 29 Just because

this is not "intuitively obvious" to MCI doe.~ not make it unreasonable.

The BOCs allocated computer processing costs based on actual

measurement of central proceuor transactions over a 30-day period to

quantify the relative use of computer processing capacity by each of the

SMSI800 serviceslratc clements. Central processor costs are then allocated on

the basis of relative usage (Le., each service's share of the total number of

transactions meuured). "Ibis method is accurate, direct and reflective of cost

causation principles.

Software maintenance cost allocation was based on the number of

software lines of code related to each SMSl800 service element. This

approach is reasonable since the need for maintenance for existing software is

influenced primarily by two factors: the magnitude of the program (in terms

of lines of code) because larger programs tend to be more complex, and the

software's interaction with new or modified software. Ideally both should be

taken into consideration; however, since it is extremely difficult to predict

software modification or additions that may be required in the future with

reliable accuracy, it is reasonable to base allocations on lines of code

magnitude.

It is interesting to note that although MCl has expressed significant

concern over this i&~et it ha.c; never mentioned. suggested or proposed any

alternative approaches for consideration.

29 BOCa' dlnlc:t c:ase pp 1~-16 -.I AtlldamCllt 1of AppcIIdm 1.

- 17 ~



5. The ",gPalina claasification oL.S.MSL.800 expenses anLtMir

treatmeat for SQHu:II;ions pumoses ill R's0118b&.

Mel asserts that the BOCs have inappropriately characterized SMS

access a.c; a completely interstate service. In response, il should be recognized

that the Commission did not address the jurisdictional nature of the service,

bUl ralher mandated in its Febmary 10, 1993, Order in CC Docket No. 86~10

that "access to the Service Management System (SMS) by Responsible

Organizations (Reap Orgs) is a Title II common carrier service and shall be

provided pursuant to tariff." (para. 1) The Commission also stated in that

same Order: lilT IS FURTHER ORDERED that the Bell Operating

Companies shall file In (emphasis ad~) SMS access tariff as described

herein by March 5, 1993, to be effective May 1, 1993." (para. 49) The BOCs,

in response to this mandate for an interstate tariff filing, complied by filing

The Bell Operating Companies' Tariff F.e.C. No. 1 as required on March 5,

1993. If the BOCs were required to split costs between interstate and

intrastate jurisdictions. they would: 1) face the difficult task of filing 50 state

tariffs which would be inefficient and time~consurning; 2) be required to

determine the jurisdiction of each transaction, which would have to be

completely arbitrary; and 3) be required to determine which state tariff would

apply for intrastate transactions, which would again be completely arbitrary.

Additionally, state rates may not be uniform which would add an additional

degree of complexity to cost recovery. Clearly, splitting costs between

jurisdictions would result in unnecessary costs to file and defend 51 tariffs

rather than 1, and would not benefit SMSI800 customers.

- 18-



Clearly the Commission understood that any effort to split the cost

between inter and intrastate would be difficult at best. The existing

Separations rules apply to an individual company, not to a group of companies

as happens to be the ca.~ with the tariff in question. Would some average of

existing BOC allocation factors need to be developed, or some arbitrary

assignment of the total costs to tho seven regions be required? This would

ultimately result in rates to which there could hardly be attributed any degree

of accuracy.

Mel confuses the relationship of the use of 800 traffic with SMS/SOO

service. While it is true that 800 traffic can be interstate, intrastate or a

combination, this bears no relationship to the operation of the SMS/800

system. SMSI800 is an acltniDistrative system used for assignment of 800

numbers. Specifically, it is a database that houses numbers to ensure no

duplication of numbers and that appropriate routing databases are notified of

the area of service.

The SMSl800 Tariff is property ca-aorizcd as completely interstate

because the normal communication from the SMSI800 user to the database in

Kansas City is an interstate communication. The jurisdiction. or how the 800

number is used, is not relevant. Further. the c~tc; are nol incurred within the

BOCs' operations, Le. costs are DSMIIBellcore, contracted with SWBT or

Lockheed IMS Company, and are appropriately not reflected on the individual

BOCs' book.c; of account. MCl's allegation that the DOCs are not following

the Commission's Rules concerning direct assignment is misplaced since these

costs are not the BOCs' costs for the purpose of Part 36 jurisdictional

assipment.
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Furthennore. it i~ extremely difficult, if not impossible, to clearly

de.c;cribe those circumstances under which an application would be con.clidered

intrastate in nature. For example, assume a service provider is located in New

Jersey and is preparing to offer an 800 service in California. while re.c;erving

the 800 number from a data base located in Missouri. Under which state tariff

should such a service be ordered and provided. or, should it be ordered aDd

provided from an interstate tariff] A better argument CaD be made in support

of the interstate option than in support of any ODe of the states.

In a second scenario, assuIDC that a service provider plans to route calls

using a single 800 number to different POTS numbers, depending on where

thc call originates. For example, calls to 800-555-1234 originating in Ohio

will be routed to a POTS number terminating in Cleveland, Ohio. while calls

to the same 800 number, but originating in Indiana, win be routed to a

different POTS number, this one terminating in Gary, Indiana. Is the 800

number in this scenario used for an interstate or intrastate application? If

considered intrastate in nature, which regulalory authority would have·

jurbdiction, Ohio or Indiana? Remember that only a single 800 number was

reserved and activated in the SMS/800 in Missouri; therefore, only one tariff

can apply.

Rates must be set to cover the costs of providing SMSI800 service, Le.

costs divided by demand. Mel seems to be missing this point or is confused

with the rate making process by bringing up the Separations direct assignment

issue as an appropriate step in the rate rnalcing process.
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·Mel's request for thi~ service to be classified other than interstate

should be denied.

6. De BOCs' lIIIQIIXions in forecutiD, dc;nwod arc l'C83ollAlbk:.

The demand included in the SMSI800 Tariffhu been questioned in the

comments of MCl and Sprint.30 The demand information wa.~ based on data

provided by the future users of the SMSI800 through surveys and direct

discussions. as well as historical data based on use of the SMSI800 prior to the

initial tariff filing, 'lbe data provided by survey respondents was used as

provided with no factors applied, The data wu less useful than it might have

been. however. because only 22 of the evenmal 112 users of the system

responded to the survey. Even among the parties who did respond, actual

usage versus estimated usage ba.~ varied widely. 31 The historical data

available for forecasting purposes was based on the use of the SMSI800 prior

to the implementation of number portability and represented only a small

fraction of the national 800 service. Any stimulation of the service ba.41ed on

the implementation of number portability was assumed to have been included

in the few responses to the surveys. Based on the data available. the BOCs

provided a reasonable estimate of demand.32

7. De charle fj)[ RMP Ora cbagacs is ml19D1b&

~MCI pp 1()-71: SJ3l'ial. p 17.
31 Spint P 17.
31 S.. dile BOCa DOW aYe 10 IIICJIIlba or 1CGIIl .... die B<lCa hIw revillCd Ibo ........ Ia 'frlulmlUl""

filed MM:h 31. 1994.
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